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PREFACE 


IN  offering  the  following  statements  as  to  United  States  Securi- 
ties, Currency,  and  Exchange,  our  object  is  to  render,  in  a  convenient 
form,  information  respecting  the  method  of  "calculation  of  ex- 
change," the  cost  of  United  States  Bonds,  and  the  interest  they  pay ; 
and  it  will  afford  us  much  pleasure,  at  all  times,  to  explain  more 
in  detail  to  any  who  may  wish,  on  application,  or  by  letters. 

BELDING,   KEITH,   AND   CO. 


So,  LOMBARD  STREET, 
LONDON. 


UNITED    STATES    CURRENCY 
AND    EXCHANGE. 


'"PHE  currency  of  the  United  States  is  denominated  decimal  currency,  the 
dollar  (represented  thus  $)  being  the  unit  5  and  on  this  basis  all  calcula- 
tions are  made.  One  dollar  consists  of  100  cents,  and  each  cent  of  10  mills,  ami 
may  be  written  either  Si  or  Si'oo,  or  Sroo'o,  though  this  latter  form  is  somewhat 
unusual.  So,  again,  "one  hundred  dollars"  is  written  §100,  or  §ioo-oo,  as  may 
be  preferred  ;  but  where  the  two  ciphers  are  added,  as  in  the  latter  case,  they  mu>t 
be  prefixed  by  the  decimal  point.  The  use  of  this  will  be  obvious  in  the 
following  illustration — say,  one  hundred  dollars  and  twenty-five  cents.,  which 
is  written  $100-25,  and  so  on,  for  any  amount. 

The  dollar  formerly  in  use  was  the  Spanish  dollar  (in  silver),  the  value  of 
which  was  ^.  6d.  sterling.  This  was  taken,  and  has  since  been,  and  still  is 
used  as  the  basis  of  exchange ;  and  to  this  cause  may  be  attributed  most  or  much 
of  the  misconception  as  to  American  exchange. 

It"  Si  be  worth  45.  6d.,  what  is  the  value  in  dollars  of  s£i,  or  2Os.? 
45.  6d.  =4j  shillings. 

Then  ~  ^—     =4\f4'4,  or  4  dollars  44  cents,  and  ^  of  a  cent,  or  4  mills. 

Now,  supposing  the  standard  of  American  currency  to  be  still  the  Spanish 
dollar,  it  is  clear  that  $4-44-4  would  represent  at  par  the  value  of  £i  sterling. 
But  that  standard  has  been  changed ;  first,  by  a  United  States  silver  coinage,  at;  1 
then  by  a  gold  one,  so  that  now  the  par  value  is  about  9^  percent,  above  $4.44-4, 
or  $4-86  per  £.  Hence  when  exchange  is  quoted,  say,  109^  to  no  in  -\ 
York,  it  is  about  par — i.e.,  it  is  just  as  profitable  to  buy  exchange  at  that  price 
for  a  remittance  as  it  is  to  send  gold. 


If  the  price  be  1 1 1  to  1 12,  it  would  pay  expenses  and  i  per  cent,  to  2  per 
cent,  in  addition,  to  send  gold;  but  if  below  109!,  there  would  be  loss  in 
shipping  gold. 

All  exchange  is  calculated  upon  a  gold  basis,  but  at  the  present  time  the 
usual  business  of  the  United  States  is  transacted  in  currency.  This  has  to  be 
taken  into  account  in  settling  any  price  quoted  from  there,  or  sending  remittances 
for  payments  ;  and  this  is  done  in  the  following  manner ;  for  instance  : — 

What  is  sSioo  worth  in  currency,  with  exchange  say  at  ioyl,  and  gold 

at  40  per  cent,  premium  ? 

£i =4-444. 

Therefore  <§£  100= 444-44. 
And  444*44  @  109^— $486-65  in  gold. 
Which  at  40  per  cent.  premium=$68i'3i  in  currency. 

The  same  process  gives  the  true  result,  let  the  rate  of  exchange  and 
premium  on  gold  vary  as  they  may.  And,  vice  versa,  to  find  the  value  of  a 
given  amount  of  currency  in  sterling  : — 

A  in  New  York  wishes  to  pay  B  in  London  the  value  of  $8,600  currency 
in  sterling.  Gold  is  136,  and  exchange  loSA.  How  many  pounds,  shillings> 
and  pence  must  he  send  him? 

$4-44-4  at  loS-i  gives  say  $4'S2'2  in  gold. 
Which  at  36  premium — $6*55 8  per  <§£  sterling.     _ 

AO    f^f^f-^ 

Therefore  -~ — 0=j£>i,3ii  JS.  6d.,  amount  to  be  remitted. 

<i?°'55° 
And  so  again  :•— 

What  is  the  value  in  sterling  of  $1,000  in  United  States  5-20  Bonds,  when 
quoted  at  iu£  in  New  York,  with  gold  at  134,  and  exchange  108  ? 

Price  of  bonds=:  1 1 1^,  i.e.,  1 1 J  premium. 
Then  §1,000  @  u£  premium=r$i,ii5;. 
$4'444  @  io8=say  $4'8o  in  gold. 
.  Which  at  34  premium=  $6-432  per  £,  sterling. 

Therefore      *     ^=3^173  73,>  value  of  $1,000  in  sterling. 
§6-432 

The  difficulty  to  be  overcome  by  those  inexperienced  will  be  with  regard 
to  the  decimal  points,  in  multiplying  and  dividing  j  but  the  working  of  one  or 
two  examples,  and  bearing  in  mind  what  the  numbers  represent,  will  fully 
obviate  this.  By  noticing  the  prices  of  exchange  and  gold  quoted  daily  in 
the  papers,  a  correct  answer  to  any  query  as  to  exchange  can  at  once  be 
Wrought  out  by  the  above. 


As  all  articles  of  American  produce  are  quoted  in  currency,  this  calculation 
must  be  made  to  determine  the  cost  in  sterling,  and  as  the  premium  on  gold 
and  the  rate  of  exchange  are  constantly  varying  (though  the  latter  to  a  much 

extent)  any  one  wishing  to  know  the  value  of  any  commodity  from  thence 
must  make  fresh  calculations  almost  daily  to  ensure  exact:. 

We  cannot  let  so  favourable  an  opportunity  pass  without  offering  a 
,.'stion  which,  it  seems  to  us,  might  be  so  easily  adopted,  and  thus  save 
much  time  and  trouble  in  making  calculations  in  exchange. 

Why  not  adopt  the  standard  of  money  now  in  use,  and  quote  exchange  at 

-},  $4- So,  or  $4'S5,  or  whatever  it  may  be,  and  do  away  with  an  obsolete 
sterling  value,,  which  has  to  be  increased  by  8  per  cent.,  S-i  per  cent.,  9  per  cent., 
or  10  per  cent.  ? 

It  is  only  necessary  for  a  few  of  the  leading  bankers  and  merchants  ot 
New  York  to  say  they  will  so  quote,  and  it  would  become  universal  in  a  very 
short  time. 

UNITED  STATES  BOXDS  AND  SECURITIES  represent  the  public  debt  of  the 
country,  and  are  the  first  claim  upon  its  resources.  Previous  to  the  late  war 
the  United  States  had  comparatively  no  debt,  having  long  before  paid  oft 
their  previous  war  debts,  and,  with  the  exception  of  about  $64,000,000 
(3^13,000,000),  were  entirely  free  from  liabilities.  Therefore,  the  present 
national  debt  has  been  created  during  the  late  war,  and  solely  for  the  purpose 
of  carrying  it  to  a  successful  issue.  The  securities  issued  by  the  Government 
are  the  representation  of  the  money  loaned  them  by  the  holder,  or  those  to 
whom  issued,  and  are,  to  all  intents  and  purposes,  like  Consols,  when  registered, 
or  like  a  promissory  note  of  the  Government  (when  payable  to  learer),  with 
coupons  for  the  interest,  payable  half-yearly,  attached.  The  bonds  consist  of 
a  number  of  different  issues  (i.e.,  dates  of  issue),  and  at  varying  rates  of  interest, 
some  being  payable  in  currency  and  others  in  gold ;  but  as  those  only  having 
the  principal  and  interest  payable  in  gold  have  been  introduced  into  the 
European  markets,  we  shall  confine  our  remarks  to  this  particular  class  j  and 
while  we  have  ne  doubt  that  some  of  the  others,  as  an  investment,  may  be 
fully  as  good,  we  advise  those  who  may  have  any  queries  as  to  which  to 
purchase,  to  buy  the  bonds  dealt  in  here,  as  there  is  a  ready  market  for 
them  at  all  times ;  whereas  the  others  would  have  to  be  sold  at  a  loss,  or  be 
negotiated  in  the  United  States,  involving  loss  of  time  and  some  expense. 
Those  mostly  in  demand  here  are  coupon  bonds,  denominated  United  States 
Five-Twenty  Bonds,  and  are  redeemable  in  gold  (at  the  option  of  the  Govern- 
ment) in  five,  and  payable  twenty  years  after  date  of  issue.  Six  per  cent. 


interest  on  each    bond   is  payable   semi-ammully   in  gold,   these   forty  coupons 
being  paid  in  course  on  presentation    in  the   United   States   on  and  after  the   / 
ist  of  May  and  ist  of  November  in  each  year. 

To  show  what  has  been  the  expansion  of  the  debt,  we  quote  from  the 
last  financial  report.  The  debt  in 

July,  1860.,  was  $64,000,000      Revenue,     $56,000,000 

„  1 86 1  „  §90,000,000  „  £4 1, 000,000 

„  1862  „  8514,000,000  „  851,000,000 

„  1863  „  $1,098,000,000  }}  $112,000,000 

„  1864  ,,  ?  i,  740,000,000  „  $264,000,000 

„  1865  „  $2,682,000,000  „  $333,000,000 

„  1866  „  $2,783,060,000  „  $558,000,000 

The  interest  on  the  public  debt  for  1866  amounted  to  $133,000,000,  while  the 
Customs  duties  alone  were  $179,000,000,  and  the  internal  revenue  (from  which 
there  was  nothing  collected  to  meet  the  requirements  of  the  Government  from 
1850  to  1863),  amounted  in  1866  to  over  $309,000,000,  besides  other  sources 
of  revenue.  Hence  it  will  be  seen  that  the  revenue  is  considerably  in  excess 
of  the  interest  and  expenditure  of  the  Government,  and  the  debt  is  being 
reduced  rapidly.  That  the  whole  will  be  paid  off"  in  twenty  years,  as  many 
predict,  is  almost  too  much  to  expect,  but  that  the  interest  and  principal  will 
be  duly  paid  in  full  there  is  not,  in  our  minds,  the  slightest  doubt. 

A  glance  at  the  amount  raised  by  customs  and  taxation  since  1860  will 
reveal  resources  which  even  the  most  sanguine  of  American  financiers  could 
not  have  expected ;  but  that  they  exist,  and  are  every  day  increasing,  and  can  be 
relied  upon  in  emergency,  is  patent  to  all. 

The  price  of  United  States  bonds  is  regulated  by  the  quotations  on  the 
Slock  Exchange,  which  appear  daily  in  most  of  the  London  and  provincial 
papers.  There  are  two  issues  quoted — viz.,  the  1862*8  and  those  of  1865,  which 
are  identical  in  every  respect,  except  that  the  latter  has  three  more  years  to 
run,  principal  and  interest  being  payable  in  gold  ;  but  as  the  i862's  have  been 
mostly  dealt  in  here,  we  base  all  our  calculations  on  them,  the  others  being 
affected  only  by  the  difference  in  time  which  they  have  to  run.  They  are  issued 
in  $100,  $500,  and  $1,000  bonds,  payable  to  bearer,  and  with  coupons  attached, 
as  per  illustrations,  which  we  give  elsewhere.  By  reference  to  the  table  for 
$1,000  bonds,  it  will  be  seen  that  the  sterling  value  at  72  is  ^162.  This  result 
is  obtained  thus  : — The  quotation  72  means  that  72  per  cent  of  the  $1,000,  which 
is  $72®,  is  the  price  they  are  worth  here ;  and  $720,  calculated  upon  the  old  basis 
of  48.  6d.  per  dollar,  gives  £162.  As  we  buy  and  sell  by  Stock  Exchange 


rates,  we  add  or  deduct  from  the  highest  or  lowest  price,  according  as  we  buy 
or  sell,  i  per  cent,  on  $100  bonds;  i  per  cent  on  $500;  and  £  percent,  on 
Si,ooo;  so  that,  as  in  the  above  case,  if  bonds  were  quoted  7  if  to  72  (and  this 
illustration  applies  to  any  rate  at  which  they  may  be  quoted),  our  price  for 
purchasing  would  be  — 

For  $1,000  bond  @  /ii,  as  per  our  table,  s£i6o  17$.  6d. 

M     §5°°    »    @  71^,          „  a£8o3s.  id. 

„       $100     „     @  /of,  ,.  £15  1  8s.  4d. 


So  for  selling  the  same  amounts  at  die  same  quotations  our  price  would  be  — 

For  §1,000  bond  @  72^,  as  per  same  table,  £162  us.  3d. 
$5°°     »     ®72-j  »  «s£8ins.  3d. 

Sioo     „     @  73  „  £16  8s.  6d. 

These  prices  govern  the  sale  or  purchase  when  in  single  bonds,  but  the 
addition  or  deduction  would  be  the  same  for  five  $100  bonds  as  for  one  $500, 
or  for  two  $500  as  for  $1,000,  and  so  for  any  number  above  the  latter  amount. 

We  have  now  to  look  at  the  rate  of  interest  these  bonds  pay  to  the 
permanent  investor,  and  how  it  is  estimated.  The  coupons  are  payable  in  gold 
in  the  United  States,  though  they  are  always  saleable  here  at  prices  ranging 
from  35.  i  id.  to  45.,  or  45.  ojd.  per  dollar;  but  to  secure  uniformity,  we  propose 
to  pay  45.  per  dollar  for  all  coupons  coming  from  bonds  which  we  have  sold, 
although  others  may  not  be  paying  over  35.  nd.  per  dollar  at  the  same  time. 
This  leaves  the  matter  very  clear,  and  thus  — 

$1,000  @  70,  as  per  table,  cost  ^£158  is.  3d. 

The  interest  at  6  per  cent  is  $60,  which  at  45.  per  dollar  =  £12. 

Therefore  ,£158  is.  3d.  (or  $1,000  @  70)  pays  £12  per  year; 

Or  at  die  rate  of  7|  per  cent,  per  annum. 

But  as  these  bonds  are  payable  in  full   in  1882,  diere  will  then  be  $1,000, 
which  at  45.  per  dollar,  the  very  lowest  rate  at  which  they  can  be  estimated, 

Will  realise       .....     £200     o     o 
And  their  cost  is         -         -         .         .         158     i      3 


Showing  a  gain  in  15  years  of   -         -       ^"41    18     9 

Or         •  •          „          i  year    „     -         -  21511 

Or  at  die  rate  of  j  |  per  cent. 
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This,  added  to  the  7f  per  cent,  above,  gives  about  pj  per  cent,  per  annum, 
the  aggregate  amount  of  interest  derived  from  an  investment  in  United  States 
Five-Twenty  Bonds  at  70;  and  the  interest  is  at  the  same  rate,  whether  in 
amounts  of  $100  or  §100,000. 


(2) 


When  the  price  is  73. 

$1,000  @  75,  as  per  table,  cost  £169  6s.  3d. 

Therefore,   £\6g   6s.   3d.,  as  previously  shown, 

Pays  §60,  or  £\i  interest  yearly, 

Or  y-Jg-  per  cent. 

But  $  1,000  in  1882  will  realise  -  -     £200     o     o 

Present  price  is  169     6     3 


Gain  in  15  years 


30  13     9 
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Or  at  the  rate  of  ij  per  cent. 
Which,  added  to  7-^  per  cent.,  gives  S-£  per  cent,  per  annum. 

(3)  At  80. 

$1,000  @  80,  per  table,  cost  s£i8o  us.  3d. 
Therefore,  0^180  i  is.  3d.  pays  $60,  or  e£i2,  interest  yearly. 

Or  6  1  per  cent. 

But  $1,000  in  1882  will  be  worth       -         -     £200     o     o 
Present  price    ......          180113 


Profit  in  15  years       ...  1989 

i  year        -  i     5   u 

Or  at  the  rate  of  ~  per  cent. 
Which,  with  the  6|  per  cent.,  makes  71  per  cent,  per  annum. 

(4)  At  85. 

$1,000  @    85,  per  table,  cost  5^*191    :6s.   3d., 

Yielding  e£Ji2  interest  yearly,  or  6^  per  cent. 
And  ^200  —  £igi  1 6s.  3d.  =  £%  33.  gd.  gain  in  15  years. 

IDS.  i  id.         „         i  year. 
Or  about  i  per  cent., 
And  together  about  6-|  per  cent,  per  annum. 

We  give  as  above  the  rates  of  interest  at  70,  75,  80,  and  85,  so  that  (as 
the  price  is  between  these)  the  rate  can  very  easily  be  approximated. 

Having   thus   shown   what   Five-Twenty  Bonds   are,  their  cost>  and  thfl 
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interest  they  pay  annually  upon  their  cost,  and  also  the  gain  to  a  permanent 
investor  in  case  of  holding  them  until  due,  we  claim  that  no  bonds  can  be 
more  secure,  and  are  most  desirable  as  an  investment,  securing  to  sums  of 
g£i$  or  £20  a  faed  rate  of  interest  as  high  as  can  be  obtained  for  t£i,ooo; 
that  as  a  remittance  to  or  from  the  United  States  they  are  not  only  the  safest 
and  most  convenient,  but  are  becoming,  as  it  were,  the  medium  controlling 
the  exchange  of  the  two  countries.  Any  one  intending  to  settle  or  travel  in 
the  United  States  can  lake  nothing  more  convenient  in  the  shape  of  funds 
than  Five-Twenty  Bonds  : — ist.  Because  they  are  always  saleable  at  a  premium. 
2nd.  They  can  be  used  as  required,  and  until  used  are  constantly  augmenting 
in  value  by  the  interest. 

For  the  reasons  we  have  given,  we  commend  the  Five-Twenty  Bonds 
of  the  United  States  to  those  seeking  for  an  investment,  either  for  a  short 
time  or  for  years;  for  a  remittance  to  or  from  the  United  States ;  for  the 
purposes  of  exchange ;  for  settlements  (die  registered  bonds  are  specially  appli- 
cable) j  or  for  any  of  the  purposes  for  which  investments  in  interest-paying 
stocks  are  made. 

We  are  ready  to  buy  or  sell  the  bonds  at  all  times,  either  over  the  counter, 
by  mail  or  telegraph,  and  we  shall  be  pleased  to  execute  all  orders  on  receipt  of 
draft  on  a  London  banker,  Post  Office  orders,  or  cash  for  the  amount. 

We  always  register  letters  containing  bonds,  coupons,  or  cash,  and  we 
strongly  advise  our  correspondents  to  do  the  same.  Our  operations  will  at 
all  times  be  governed  by  the  price  upon  the  Stock  Exchange,  from  whence 
quotations  received  continuously  daring  Exchange  hours  (n  to  4)  are  posted 
in  our  office,  and  can  be  seen  by  all  who  so  desire.  Orders  per  post  will 
be  executed  at  die  prices  of  die  bonds  on  the  opening  of  die  Exchange,  if 
the  price  be  not  higher  than  die  limit  quoted,  and  if  lower,  the  difference 
(whatever  it  may  be)  will  be  returned  with  die  bonds;  if  higher,  we  shall 
communicate  with  those  ordering,  and  await  further  instructions  before  making 
the  purchase. 

"W  e  trust  all  who  read  these  pages  will  give  us  the  credit  of  having  made  a 
full  and  fair  statement,  and  nothing  shall  be  wanting  on  our  part  to  give 
perfect  satisfaction  to  those  who  may  favour  us  with  their  commands. 


AT    4s.  CD.  PER  DOLLAR. 

The  price  at  which  Messrs.  Belding,  Keith,  <fc  Co.,  American  Bankers  and 
Merchants,  80,  Lombard  Street,  London,  buy  or  sell  $100  Bonds  is  that 
opposite  the  price,  which  is  1  per  cent,  below  or  above  the  buying  or  selling 
quotation.  For  further  explanation  see  page  8  of  the  pamphlet. 
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VERSION  OF  $500  AT  4s.    GD.   PER  DOLLAR 

The  price  at  which  Messrs.  Belding,  Keith,  and  Co.,  American  Bankers  and 
Merchants,  80,  Lombard  Street,  London,  buy  or  sell  $500  Bonds  is  that 
opposite  the  price,  which  is  J  per  cent,  below  or  above  the  buying  or  selling 
quotation.  For  further  explanation,  see  page  8  of  the  pamphlet. 
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CONVERSION  OF  $500 — (continued). 
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CONVERSION   OF  $1,000   AT    4s.  SD.  PER  DOLLAR. 
The  price  at  which  Messrs.  Belding,  Keith,  <fe  Co.,  American  Bankers  and 
Merchants,  80,  Lombard  Street,  London,  buy  or  sell  $1,000  Bonds  is  that 
opposite  the  price,  which  is  ^  per  cent,  below  or  above  the  buying  or  selling 
quotation.     For  further  explanation  see  page  8  of  the  pamphlet. 
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